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INDEPENDENT AUDITOR'S REPORT

To the Supervisor and

Members of the Township Board
Township of Reading
Reading, Michigan

We have audited the accompanying financial statésneinthe governmental activities, each major fund,
and the aggregate remaining fund information of Toevnship of Reading as of and for the year ended
March 31, 2008, which collectively comprise the Twhip’s basic financial statements as listed in the
table of contents. These financial statementdta@aesponsibility of the Township's managementir O
responsibility is to express opinions on theserfoia statements based on our audit.

We conducted our audit in accordance with audistamdards generally accepted in the United Stdtes o
America. Those standards require that we planpanidrm the audit to obtain reasonable assurancetab
whether the financial statements are free of maltemisstatement. An audit includes examining, dasa
basis, evidence supporting the amounts and digessn the financial statements. An audit alsduies
assessing the accounting principles used and mignif estimates made by management, as well as
evaluating the overall financial statement prederta We believe that our audit provides a reabta
basis for our opinions.

In our opinion, the financial statements referredabove present fairly, in all material respeckse t
respective financial position of the governmentalvities, each major fund, and the aggregate reimgi
fund information of the Township of Reading as ddrigh 31, 2008, and the respective changes in fiaanc
position thereof for the year then ended in conforwith accounting principles generally acceptadhe
United States of America.

The management’s discussion and analysis and karggedmparison information on pages 3 through 6
and page 20, are not a required part of the basamdial statements but are supplementary infoonati
required by accounting principles generally acogptethe United States of America. We have applied
certain limited procedures, which consisted priattjpof inquiries of management regarding the mdso
of measurement and presentation of the requiregdlsogentary information. However, we did not audit
the information and express no opinion on it.
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Our audit was made for the purpose of forming aisi on the financial statements that collectively
comprise the Township of Reading’s basic finanstatements. The combining and individual nonmajor
fund financial statements and schedules are pregdnt purposes of additional analysis and areanot
required part of the basic financial statementshis Tinformation has been subjected to the auditing
procedures applied in the audit of the financiateshents and, in our opinion, is fairly statedlinreaterial
respects in relation to the general purpose firsdstatements taken as a whole.

Bailey, Hodshire < Company, P.C.

January 6, 2009
Jonesville, Michigan



MANAGEMENT'S DISCUSSION AND ANALYSIS
READING TOWNSHIP
HILLSDALE COUNTY, MICHIGAN

This section of Reading Township’s annual financegort presents our discussion and analysis of the
Township’s financial performance during the fisgaar ended March 31, 2008. Please read it in
conjunction with the Township’s financial statensewnhich follow this section.

Financial Highlights
» The Township’s total combined net assets decrebgefi45,544 between April 1, 2007 and
March 31, 2008.
» The general fund reported a fund balance of $248atMarch 31, 2008, which is a decrease of
$55,465 from the prior year.

Using this Annual Report

This annual report consists of a series of findnstatements. The Statement of Net Assets and the
Statement of Activities provide information abohetactivities of the Township as a whole and preaen
longer-term view of the Township’s finances. Fuimbncial statements tell how these services were
financed in the short-term, as well as what reméamsfuture spending. Fund financial statemenso al
report the Township’s operations in more detaihttiee government-wide financial statements.

The Township as a Whole

The Statement of Net Assets and the Statement tvikes report information about the Township as a
whole and about its activities in a way that hedgplain the condition of the Township. These stetets
include all assets and liabilities using the aclcbaais of accounting. All of the current yeaesenues and
expenses are taken into account regardless of wé&m is received or paid. In a condensed forrat, t
table below shows the net assets of the Townshgh thee end of the year:

TABLE 1 - NET ASSETS

Assets: 3-31-07 3-31-08
Current assets $ 304,172 $ 249,957
Noncurrent assets 131,389 131,310

Total assets $ 435,561 $ 381,267

Liabilities:

Current liabilities $ 10,000 $ 11,250
Long-term liabilities 65,000 55,000
Total liabilities $ 75,000 $ 66,250
Net Assets:
Invested in capital assets, net of related debt 635982 $ 59,421
Invested in joint venture, net of related debt 593) 6,889
Restricted 0 0
Unrestricted 304,172 248,707
Total net assets $ 360,561 $ 315,017



MANAGEMENT'S DISCUSSION AND ANALYSIS
READING TOWNSHIP
HILLSDALE COUNTY, MICHIGAN

The following table shows the changes in the ne¢tasduring the year:

TABLE 2 - CHANGE IN NET ASSETS 2006-07 2007-08
Program Revenue:
Charges for services $ 45,105 $ 51,043
Capital grants and contributions 0 0
General Revenue:
Property tax 47,210 49,168
State shared revenue 121,520 121,777
Unrestricted investment earnings 8,425 9,003
Other 13,057 13,253
Total revenue $ 235,317 $ 244,244
Expenses:
General Government $ 103,785 $ 106,774
Public Safety 26,500 50,340
Community & Economic Development 11,841 10,359
Public Works 67,555 110,150
Culture & Recreation 5,485 9,482
Interest on Long-Term Debt 3,051 2,683
Total expenses $218,217 $ 289,788
CHANGE IN NET ASSETS $ 17,100 $ (45,543

Governmental Activities
Total revenues for the year increased slightlys(kesin 4%) from the previous year with slight imges in
most of the revenue accounts.

Expenses increased considerably ($71,571) ovemptbeious fiscal year. While a smaller part of this
($6,868) was improvements to the Township Hall ding (new carpeting and replacement of all of the
interior doors and all of the trim) the biggesttpmr of the increase is between the Road budgettanéire
Department.

Road projects increased this past year over theique year. ($29,382 the previous year compared to
$68,230 this past year) This included some projdtas were started in the previous year but were no
completed until this past year - - in fact the Hinmgy Road resurfacing project will not be complededil

the 2008-09 year. A repair on the Hemlock Road driét Hog Creek was completed at a cost to the
Township of $10,702. A project to resurface Hemlétdad and Cedar Drive was done at a cost to the
Township of $34,380 and part of Abbott Road frommdJaoad to Reading Road was seal-coated at acost t
the township of $10,781.

While the Fire Department budget shows an increasependitures from 2006-07 to 2007-08 of $40,774
$25,000 of that amount had been part of the towrshiund balance and had been designated for Major
Fire Equipment purchases was transferred to a nexelgted Fire Department Fund that is designated fo
Major Fire Equipment purchases. This was all a pathe reorganization of the Fire Department tisat
jointly operated between the City of Reading arelTownship of Reading. The remainder of the difieee
can be attributed to the fact that the townshiptrimumted less in the previous year that what haenbe
budgeted in that year.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
READING TOWNSHIP
HILLSDALE COUNTY, MICHIGAN

The Township’s Funds

A fund is a grouping of related accounts that is usedh&intain control over resources that have been
segregated for specific activities or objectivé&ading Township, like other state and local gowemts,
uses fund accounting to ensure and demonstrateliemog with finance-related legal requirements! ¢l

the funds of the Township can be divided into troaeegories: governmental funds, proprietary fuadsl
fiduciary funds. Reading Township presently usegeghmental funds and fiduciary funds.

Governmental funds are used to account for essentially the same iuretreported agovernmental
activities in the government-wide financial statements. Haveunlike the government-wide financial
statements, governmental fund financial statemdotsis on near-term inflows and outflows of
spendable resources, as well as on balances adaperresources available at the end of the figzal.
Such information may be useful in evaluating a goreent’s near-term financing requirements.

Because the focus of governmental funds is narrawan that of the government-wide financial
statements, it is useful to compare the informatgwesented for governmental funds with similar
information presented for governmental activitiestihe government-wide financial statements. By
doing so, readers may better understand the lang-itepact of the government’s near-term financing
decisions. Both the governmental fund balancetshree the governmental fund statement of revenue,
expenditures, and changes in fund balances pro&ideconciliation to facilitate this comparison
between governmental funds and governmental aesvit

Reading Township maintains three individual govezntal funds. Information is presented separately
in the governmental fund balance sheet and in tbeemgmental fund statement of revenue,
expenditures, and changes in fund balances foG#meeral Fund, which is considered to be a major
fund. The Cemetery Fund and Transfer Station FRaredalso used by Reading Township. These are
considered non-major funds. Each of these fundsher own sources of revenue, but they also requi
a transfer from General Fund to cover their totgdemditures. Data from these other governmental
funds are combined into a single, aggregated ptasen. Individual fund data for each of these non
major governmental funds is provided in the fornt@mbining statements on page 21-22 of this report.

Fiduciary funds are used to account for resources held for theeflienf parties outside of the
governmental unit. Fiduciary funds are neflectedin the government-wide financial statements
because the resources of those funds are not lakeaila support the Township’s own programs.
Reading Township uses a Tax Collection Fund forcthleection and disbursement of real and personal
property taxes to various taxing units.

General Fund Budgetary Highlights

Over the course of the 2007-08 year, several budigeindments were required. The Parks & Recreation
Expense was increased from $500 to $4,000 for tlpose of joining with the City of Reading and the
Reading Chamber of Commerce by providing $4,000elp support the Chamber’s Park project within the
City of Reading. Also, the Township Drains Expemsas increased from $1,500 to $1,900 because of a
slightly larger than normal drain assessment aiteith to the township at large.

As part of the reorganization of the Fire Departmarsizable budget amendment was made only to show
that $25,000 that had been part of the townshiprsl fbalance and had been designated for Major Fire
Equipment purchases was transferred to a newlyemtddare Department Fund that is designated foroMaj
Fire Equipment purchases.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
READING TOWNSHIP
HILLSDALE COUNTY, MICHIGAN

Capital Asset and Debt Administration
The long-term loan amount due on the fire truck veaiced by $10,000 during the year.

There was a continued investment in the roads mithe Township. The road work is done with the
cooperation of the Hillsdale County Road Commissiutiich performs (or contracts) the work and shares
the costs (according to their cost share policfhis infrastructure is not reported on the Townghip
financial statements because the roads are nprdperty of the Township.

Economic Factors and Next Year's Budgets and Rates
The Township’s budget for 2008-2009 is expecteldewery similar to the 2007-08 budget. Revenues ar
expected to be very similar for the two years.

Expenses are expected to be less for two majoomsasThe $25,000 into the Fire Department Equigmen
Fund will not be repeated this coming year and Roguenditures will be less than the previous yédre
only major Road projects expected for the cominar ye the completion of the Humphrey Road repaving
project and perhaps a seal-coating project. ThadRoommission’s lack of matching funds for road
projects contributes to a decrease in road projeEte Township spending is only a portion (usualyo)

of what is actually spent on these projects adHilisdale County Road Commission normally contrésit
the remainder of the money. These two decreasegganditures would more than offset the additional
expense of a Sewer and Water Study and Electi@aisviti be held during the coming year.

Reading Township has joined with Hillsdale Townsai Cambria Township in a study to determine the
feasibility of providing a sewer system and a watigpply system that would serve the lake areasief t
township. Reading township’s share of this stidgstimated to be $18,000.

There will be an increase in Election expenseshasetwill be two major elections in the coming year
There will be the August Primary Election and tibe November General Election (which will be the
Presidential Election). This will complete thesfifour-year cycle using the new election processytle
consisting of at least one of every type of elegtioThe old lever-type mechanical voting machihase
been replaced with an optical scan type of votyggesn that is uniform throughout Hillsdale County.

The Township Hall building improvement will contiauwith the completion of the replacement of a
majority of the carpeting.

Contacting the Township’s Management

This financial report is intended to provide oulizeins, taxpayers, customers and investors witbreergl
overview of the Township’s finances and to show Tl&/nship’s accountability for the money it receive
If you have questions about this report or needtiathl information, we welcome you to contact the
Reading Township Clerk.



TOWNSHIP OF READING
STATEMENT OF NET ASSETS
MARCH 31, 2008

ASSETS

Cash

Accounts receivable

Prepaid expenses

Investment in joint venture

Capital assets — nondepreciable

Capital assets — depreciable (net of depreciation)

Total assets
LIABILITIES
Accounts payable
Long-term liabilities:

Due within one year
Due in more than one year

Total liabilities
NET ASSETS
Investment in capital assets, net of related debt

Investment in joint venture, net of related debt
Unrestricted

Total net assets

Total liabilities and net assets

The accompanying notes are an integral part ofstihigment.
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$ 200,960
39,870
9,127
71,889
7,501
51,920

$ 381,267

$ 1,250
10,000
55,000

$ 66,250

$ 59,421
6,889
248,707

$ 315,017
$ 381,267



TOWNSHIP OF READING
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MARCH 31, 2008

Functions/Programs Expenses
General Government $106,774
Public Safety 50,340
Community & Economic

Development 10,359
Public Works 110,150
Culture & Recreation 9,482

Interest on Long-Term Debt 2,683
Total $ 289,788

The accompanying notes are an integral part ofstihiement.

Program Revenues

Operating Capital Net
Charges for Grants and Grants and (Expense)
Services Contributions Contributions Revenue
$ 28,032 $ 0 $ 0 $ (78,742)
8,025 0 0 (42,315)
1,015 0 0 (9,344)
13,971 0 0 (96,179)
0 0 0 (9,482)
0 0 0 (2,683
$ 51,043 $ 0 $ 0 $(238,74%
General Revenues:
Property tax, levied for general purposes $ 49,16
State shared revenue 121,777
Unrestricted investment earnings 9,003
Other 13,253
Total General Revenues $193,201
Change in Net Assets $ (45,544)
Net Assets - Beginning 360,561
Net Assets - Ending $ 315,017
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TOWNSHIP OF READING
BALANCE SHEET
GOVERNMENTAL FUNDS
MARCH 31, 2008

Other Total
General  Governmental Governmental
Fund Funds Funds
ASSETS
Cash $ 200,960 $ 0 $ 200,960
Due from other governmental units 24,146 0 24,14
Prepaid expenditures 9,127 0 9,127
Due from agency fund 15,724 0 15,724
Total assets $249,957 $ 0 $249,957
LIABILITIES AND FUND EQUITY
Liabilities
Accounts Payable $ 1250 % 0O $ 1250
Fund Equity:
Fund Balance
Reserved $ 0 $ 0 $ 0
Unreserved/Undesignated 248,707 0 248,707
Total fund equity $248,707 $ 0 $248,707
Total liabilities and fund equity $249,957 $ 0 $249,957

Reconciliation of Fund Balances on the Balance Sioe&overnmental Funds
to the Net Assets of Governmental Activities on $tatement of Net Assets

Fund Balances - total governmental funds $ 248,707
Amounts reported for governmental activities in sketement of net assets are different because:

Capital assets used in governmental activitiematdinancial resources
and therefore are not reported in the funds.

Add: Capital assets 95,324
Deduct: Accumulated depreciation (35,903)
Long-term liability for the fire truck loan is ndue and payable in the current period,
so it is not reported in the financial statements (65,000)
The investment in the joint venture Fire Departhigmeported in the
government-wide financial statements only 71,889
Net assets of governmental activities $ 315,017

The accompanying notes are an integral part ofstihiment.
-0.-



TOWNSHIP OF READING
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES INJND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED MARCH 31, 2008

REVENUE
Property taxes
Tax administration fees
State shared revenue
Charges for services
Franchise fees
Interest income
Miscellaneous

Total revenue

EXPENDITURES
General Government
Public Safety
Public Works
Community and Economic Development
Culture and Recreation

Total expenditures

Other Total
General  Governmental Governmental
Fund Funds Funds
$ 49,168 $ 0 $ 49,168
19,541 0 19,541
121,777 0 122,177
14,229 17,273 31,502
5,903 0 5,903
9,003 0 9,003
7,350 0 7,350

$226971 $ 17,273 $244,244

$ 93,630 $ 8,583 $ 102,213

67,505 0 67,505

86,658 23,492 110,150
10,359 0 10,359
9,482 0 9,482

$267,634 $ 32,075 $ 299,709

EXCESS OF REVENUE OVER (UNDER) EXPENDITURES _$ @68 $ (14,802 $ (55,46%

OTHER FINANCING SOURCES (USES)
Operating transfers in
Operating transfers out

Total other financing sources (uses)
NET CHANGES IN FUND BALANCES

FUND BALANCES - Beginning
FUND BALANCES - Ending

$ 0 $ 14,802 18,802
(14,802 0 (14,802
$ (14802% 14,802 $ 0

$ (55,465) $ 0 $ (55,465)

304,172 0 304,172
$ 248,707 $ 0 248,707

The accompanying notes are an integral part ofstiatement.



TOWNSHIP OF READING
Reconciliation of Statement of Revenue, Expendiamed Changes in
Fund Balances of Governmental Funds to the Stateofdctivities

Net changes in fund balances - total governmentads $ (55,465)

Amounts reported for governmental activities in sketement of activities are different because:

Governmental funds report capital outlays as edjperes; however, in
the statement of activities, the cost of thosetads allocated over their
estimated useful lives and reported as depreaiaipense.

Add: capital outlay 0
Deduct: depreciation expense (4,561)

Current year long-term debt principal paymentshanfire truck note are
expenditures in the fund financial statements,dpatshown as reductions in
long-term debt in the government-wide financiatestaents. 10,000

Net loss from the joint venture Fire Departmermnias recorded in the fund

financial statements, but is recorded in the gawemt-wide financial statements 4,482
Change in net assets of governmental activities $ (45,542

The accompanying notes are an integral part ofstihiement.
-11 -



TOWNSHIP OF READING
STATEMENT OF ASSETS AND LIABILITIES
AGENCY FUND
MARCH 31, 2008

ASSETS

Cash $ 15,724
LIABILITIES

Due to Township general fund $ 15,724

The accompanying notes are an integral part ofsthiment.
-12 -



TOWNSHIP OF READING
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Township of Reading is located in Hillsdale @tyy Michigan, and comprises a population of
approximately 1,781 residents. It is governed lippard consisting of 5 members with a supervisatsas
head. The accounting policies of the Township eadtng conform to accounting principles generally
accepted in the United States of America (GAAPa@glicable to governmental units. The Governmental
Accounting Standards Board (GASB) is responsibteeftablishing GAAP for state and local governments
through its pronouncements (Statements and Intewtpyes). The following is a summary of signifitan
accounting policies used by the Township of Reading

Reporting Entity

A reporting entity is comprised of the primary gowaent, component units and other organizations
that are included to ensure the financial statesnareg not misleading. The primary government ef th
Township consists of all funds, departments, boardkagencies that are not legally separate frem th
Township.

Component units are legally separate organizationghich the Township is financially accountable.
Component units may also include organizationsdhafiscally dependent on the Township in that the
Township approves their budget, the issuance of tiedbt, or the levying of taxes. The Township has
no component units.

Government-Wide and Fund Financial Statements

Government-Wide Financial Statements - The staterobBmet assets and the statement of activities
display information about the Township as a whol&ese statements include the financial activities
the primary government, except for fiduciary fundsor the most part, the effect of interfund ac¢ivi
has been removed from these statements.

The government-wide statement of activities presemtcomparison between direct expenses and
program revenues for each function or program ef Tlownship’s governmental activities. Direct
expenses are those that are specifically associaittd a service, program or department and are
therefore clearly identifiable to a particular ftina. Program revenues include charges paid by the
recipient of the goods or services offered by tfegmam and grants and contributions that are oéstti

to meeting the operational or capital requirementsa particular program. Property taxes, stateesha
revenue, and other items not properly included amprogram revenues are reported as general
revenues. The comparison of direct expenses wigram revenues identifies the extent to which each
governmental function is self-financing or drawsnfrthe general revenues of the Township.

Fund Financial Statements - Fund financial statésnegport detailed information about the Township.
The focus of governmental fund financial statemesitsn major funds rather than reporting funds by
type. Each major fund is presented in a sepadtenn. Nonmajor funds (if any) are aggregated and
presented in a single column. Fiduciary fundsreperted by fund type.

Measurement Focus and Basis of Accounting

The government-wide statements are prepared usegngdonomic resources measurement focus and the
accrual basis of accounting. Revenue is recordeenwearned and expenses are recorded when the
liability is incurred, regardless of the timingtbie related cash flows. Property taxes are rezegnas
revenue in the year for which they are levied. MBand similar items are recognized as revenue as
soon as all eligibility requirements imposed by pihevider have been met.

-13-



TOWNSHIP OF READING
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Governmental fund financial statements are repantg the current financial resources measurement
focus and the modified accrual basis of accountiri®evenue is recognized as soon as it is both
measureable and available. Revenue is considerae available if it is to be collected with thereut
period or soon enough thereafter to pay liabilitefsthe current period. For this purpose, the
government considers revenue to be availablesfabllected within sixty days of the end of thereat
fiscal period. Expenditures generally are recorddgbn the liability is incurred, as under accrual
accounting.

Under the modified accrual basis, property taxdatesshared revenue, interest, and grants are
considered to be both measurable and availableseal fyear-end. All other revenue items are
considered to be available only when cash is receby the Township.

Financial Statement Presentation

The Township uses funds to maintain its financglords during the fiscal year. Fund accounting is
designed to demonstrate legal compliance and tonaithgement by segregating transactions related to
certain Township functions or activities. A furgldefined as a fiscal and accounting entity witek
balancing set of accounts.

The Township reports the following major governna¢fiinds:
General Fund used to account for all financial resources pkteose required to be accounted for
in another fund. The general fund balance is ak#l for any purpose provided it is expended or
transferred according to the laws of the State mhidan.

The following governmental funds are considerednmajor:
Cemetery Fund- established as a special revenue fund to acdoutite revenue and expenditures
associated with the operation and maintenance wh$hip cemeteries.

Transfer Station Fund established as a special revenue fund to acclmunthe revenue and
expenditures associated with garbage service &laila Township residents.

Additionally, the Township reports the followingrid type:
Fiduciary Fund/Trust and Agency Fund
Tax Collection Fund - used to account for prop¢atyes collected from residents on behalf of the
Township along with other governmental units in ttwunty. This fund is custodial in nature
(assets equal liabilities) and does not involve sueament of results of operations.

Assets, Liabilities, and Net Assets
Bank Deposits and Investment€ash and investments are reported at cost.

Capital Assets General capital assets result from expendituréise governmental funds. These assets
are reported in the governmental activities coluwhthe government-wide statement of net assets but
are not reported in the fund financial statements.
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TOWNSHIP OF READING
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
All capital assets are capitalized at cost (ornestied historical cost) and updated for additiond an
retirements during the year. Donated fixed assetgecorded at their fair market values as ofdthte
received. The Township maintains a capitalizatioeshold of $5,000. The Township does not possess
any infrastructure. Improvements are capitalizbd;cost of normal maintenance and repairs thaioto
add to the value of the asset or materially extendhssets life are not. Interest incurred durhmeg t
construction of capital assets is also capitalized.

All reported capital assets are depreciated. Ingeents are depreciated over the remaining useful
lives of the related assets. Depreciation is cdetpusing the straight-line method over the follogvi
useful lives:

Description tifgted Lives
Buildings & Improvements 50 years
Furniture & Fixtures 20 years
Cemetery Equipment 15 years
Technology 5 years

Interfund Balances On fund financial statements, receivables anghples resulting from short-term
interfund loans are reported as “due to/from otherds.” These amounts are eliminated on the
government-wide statement of net assets.

Interfund Activity - Flows of cash or goods from one fund to anotwéhout a requirement for
repayment are reported as interfund transfers.erflmid transfers are reported as other financing
sources/uses in governmental funds.

Estimates

The preparation of financial statements in confoymvith generally accepted accounting principles
requires management to make estimates and assusipghat affect the amounts reported in the
financial statements and accompanying notes. Aotsalts may differ from those estimates.

NOTE 2 - JOINT VENTURE

The Township is a participant in a joint ventureeggnent with the City of Reading for the operatwdnhe
Reading Community Fire Department (the “Department”’In accordance with the provisions of
Governmental Accounting Standards Board No. 14,j¢h@ venture results from the ongoing financial
responsibility of the Department’s operations adrée by the municipalities pursuant to the contratt
agreement. The Township and City each appoint nveonbers of the five-member Fire Board which
oversees the operations. The fifth member is ap@diby the other four members. The Township aibd C
each have a 50 percent ownership in the venture.

The Fire Department reported revenue in excesxéreses in the amount of $8,965 for the year ended
March 31, 2008. Reading Township has reported 824 #%0%) of the revenue over expenses in its
Statement of Activities. The Township’s investmanthe joint venture is reported in the Statenwntlet
Assets in the amount of $71,889. The financiavigtof the Fire Department for the year ended thaB1,
2008 has not been audited, and we were not engagaatit the Fire Department’s financial statemersts
part of our audit of the Township’s basic finan@tdtements.
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TOWNSHIP OF READING
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 3 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILIT Y

Budgetary Information The budgetary process is prescribed by provssairthe State of Michigan Budget
Act and entails the preparation of budgetary doeumeiithin an established timetable. The legatlef
budgetary control has been established by the TlmwnBoard at the line-item level. Any budgetary
modifications may only be made by resolution of Tlevnship Board. All annual appropriations lapse a
fiscal year end.

The Township follows these procedures in estabigshine budgets for the individual funds as reflédate
the financial statements:

1) Prior to March 31, the Clerk submits to the Tighip Board a proposed operating budget for the
fiscal year commencing on April 1.

2) A public hearing is conducted obtain taxpayenoents.

3) In early April, the budget is legally enactedbiigh passage of a resolution.

4) During the year the budget is monitored, aneraaments to the budget resolution are made
when deemed necessary.

NOTE 4 - DEPOSITS AND INVESTMENTS

State laws authorize the Township to deposit armdshin the accounts of Federally insured banlegjitr
unions, and savings and loan associations; boedarises and other direct obligations of the Udhitates,

or any agency or instrumentality of the United &atUnited States government or Federal agency
obligations; repurchase agreements; bankers’ amceptof United States banks; commercial paper ated
two standard rating agencies within the two higlodsssifications, which mature not more than 27¢sda
after the date of purchase; obligations of theeStétMichigan or its political subdivisions whichearated

as investment grade; and mutual funds composedasiment vehicles which are legal for direct
investment by local units of government in MichigaRinancial institutions eligible for deposit ofilic
funds must maintain an office in Michigan. As ofaMh 31, 2008, the Township’s deposits are in
accordance with statutory authority.

Deposits

Following are the components of the Township's b#eposits at March 31, 2008:
Checking Accounts $ 16,462
Savings Accounts 94,455
Certificates of Deposit 105,767
Total $ 216,684

Interest Rate Risk - In accordance with its investment policy, theviiship manages its exposure to declines
in fair values by structuring the investment pditfgo that securities mature to meet cash requaresfor
ongoing operations, thereby avoiding the need tb seeurities in the open market; and by investing
operating funds primarily in certificates of degosi

Credit Risk - The Township minimizes credit risk, which is thek of loss due to the failure of the security
issuer or backer, by limiting investments to ceréifes of deposit.

Concentration of Credit Risk - The Township does not have limits on the amdla{Township may deposit
with any one issuer.
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TOWNSHIP OF READING
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

Custodial Credit Risk - Custodial credit risk for deposits is thekrthat, in the event of a bank failure, the
government’s deposits may not be returned to ite Township does not have a deposit policy foradiat
credit risk. At March 31, 2008, the carrying ambahthe Township’s deposits was $216,684 and trkb
balance was $228,021. Of the bank balance, $100M2% covered by federal depository insurance and
$128,021 was uninsured.

Investments
There were no investments held during the year.

NOTE 5 - RECEIVABLES
Receivables at March 31, 2008, consist of propeotgs, special assessments, and fire run changggsra
considered collectible in full.

NOTE 6 - INTERFUND RECEIVABLES AND PAYABLES
The composition of interfund balances at MarchZ8}8, is as follows:

Fund Interfund Receivable Fund Interfund Payable
General Fund $ 15724 Tax Collection Fund $ 15724
Interfund transfers during the year consisted effthlowing:
Transfer from Tax Collection Fund to General Fund $ 71,428
Transfer from General Fund to Cemetery Fund 5,281
Transfer from General Fund to Transfer Station Fund 9,521

The amount due to General Fund from the Tax Catledfund represents Township property taxes that
have been collected but not yet transferred to Géifeind.

The transfers from General Fund to Cemetery Fuddlaansfer Station Fund were made to cover the
normal shortfall of revenue under expendituredosée funds.

NOTE 7 - CAPITAL ASSETS
Capital asset activity for the fiscal year endeddeB1, 2008, was as follows:

Beginning Ending
Balance Additions Deletions Balance
Capital assets not being depreciated
Land $ 7501 $ 0 $ 0O $ 7501
Capital assets being depreciated
Buildings & Improvements $ 75,468 $ 0 $ 0 $ 75,468
Furniture & Equipment 12,355 0 0 12,355
Subtotal $ 87,823 $ 0 $ 0 $ 87,823
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MARCH 31, 2008

NOTE 7 - CAPITAL ASSETS (continued)
Less accumulated depreciation for

Buildings & Improvements $ (30,236) $ (2,000 $ 0 $ (32,326)
Furniture & Equipment (1,106) (2,47) 0 (3,577
Subtotal $ (31,392 $ (4,56) $ 0 $ (35903
Total capital assets
being depreciated, net $ 56481 $ (4,56} $ 0 $ 51920
Total capital assets, net $ 63982 $ (4,56) $ 0 $ 59,421

Depreciation expense was charged to functions/progrof the Township as follows:
General Government $ 4561

NOTE 8 - LONG-TERM DEBT

In the 2004-05 fiscal year, the Township borrowd®®%000 to help fund 50% of the cost of a new fire
truck for the joint venture fire department witretlCity of Reading. The loan is with County Natibna
Bank, carries an interest rate of 3.7%, and isreechy the fire truck.

The following is a summary of changes in long-telabt for the year ended March 31, 2008:

Balance Balance Due Within
April 1, 2007 Issued Retired March 31, 2008 One Year
Fire Truck loan $ 75,000 $ O $ 10000 $ 65000 $ 10,000

The annual debt service requirements are as follows

Year Ending Total
March 31 Principal Interest Requirements
2009 $ 10,000 $ 2,312 $ 12,312
2010 10,000 1,943 11,943
2011 10,000 1,572 11,572
2012 10,000 1,202 11,202
2013 10,000 833 10,833
2014 - 2015 15,000 555 15,555
$ 65,000 $ 8,417 $ 73417

NOTE 9 - PROPERTY TAXES

Real estate and personal property taxes are retasglesvenue in an amount equal to the total tiexssd.
There are no provisions made for possible uncadlilectaxes. The total levy for 2007 was .7155 snidr
general operations on a total state taxable valmatif approximately $68,981,000. The Township
properties are assessed as of December 31 (thddte, taxes levied December 1 of the succeedsag y
and due without interest to March 1. After Marcghhe delinquent taxes real portion are turned tvdne
County Treasurer for collection. The personal prips continue to be collectible by the Township
Treasurer.
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NOTE 10 - DEFERRED COMPENSATION PLAN

On June 10, 1991, the Township of Reading adopted implemented an Employee Deferred
Compensation Plan with the Lincoln National Lifesimance Company. This plan covers each person
within the following classes of officers and emmeg: all members of the Township Board and any
employee who is willing to meet the requirementshef plan. Specifically excluded from participatim

the plan are independent contractors. The Townshipeading contributes a percentage of all wages a
salaries towards a qualified annuity or pensiontreah for each person within the class of officarsl
employees enumerated in the plan. This percenthgEownship contribution is determined by the
Township Board prior to the anniversary date of filean each year. Any change to this rate of
participation must have been approved at the neagint annual meeting of the Township. The pergenta
shall never exceed 7.5%. The Township’s contringi are secured from the general fund of the
Township. Each eligible officer or employee isp@ssible for the remainder of the premium, charges,
minimum required contribution, and the Township a&erer is authorized to deduct these amounts from
each person’s pay, salary, or compensation.

NOTE 11 - RISK MANAGEMENT

The Township is exposed to various risks of lo¢sted to property loss, torts, errors and omissians!
employee injuries. The Township has purchased cencial insurance for claims relating to general
liability, excess liability, auto liability, errorand omissions, physical damage (equipment, bg&land
contents), workers compensation, and other ap@t@pcoverages. There has been no significant tieduc

in insurance coverages, and settled claims havexu#eded the amount of insurance coverage in fany o
the past 3 years.

NOTE 12 - UNEMPLOYMENT TAXES

The Township is a reimbursing employer to the Myem Unemployment Agency and as such is
responsible to pay the Agency for those benefitsl pmd charged to its account. As of March 31,
appropriate liabilities have been recorded forcdims paid by the Agency. However, no provisi@s h
been made for future payments that might resuihfctaims in process or unfiled.

NOTE 13 - RELATED PARTY TRANSACTIONS

The Township has a contract with Ben Wheeler Companassessment services. Ben Wheeler is the son
of Roger Wheeler, Township Clerk, and Judy Whedlewnship Treasurer. The contract was awarded on
a competitive bid basis in November, 2005. Paym@nBen Wheeler Company for the year ended March
31, 2008, totaled $16,965.

NOTE 14 - COMMITMENTS

At its March, 2008 meeting, the Township Board appd various contracts with the Hillsdale County
Road Commission totaling $57,850 (Township shaoe)réad projects to be completed in the 2008-09
fiscal year.

At its November, 2007 meeting, the Township Bogdraved a joint study with the Townships of Cambria
and Hillsdale to determine the feasibility of a sewystem to serve the three townships. The doiteo
study (approximately $54,000) will be due in th®2®9 fiscal year and will be shared equally betwtbe
three townships.
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BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED MARCH 31, 2008

Variance
With
Original Amended Amended
Budget Budget Actual Budget
Beginning of year fund balance $ 284568 $ 2688, $ 304,172 19,604
Resources (inflows)
Property taxes 47,000 47,000 49,168 2,168
Tax administration fees 18,000 18,000 19,541 1,541
State shared revenue 110,000 110,000 121,777 1,77
Charges for services 2,600 2,600 14,229 11,629
Franchise fees 4,000 4,000 5,903 1,903
Interest income 2,500 2,500 9,003 6,503
Miscellaneous 6,150 6,150 7,350 1,200
Amounts available for appropriation $474818 $474,818 $531,143 $ 56,325

Charges to appropriations (outflows)
General Government
Township Board

Supervisor
Elections
Assessor

Clerk

Board of Review
Treasurer

Data processing
Township hall

Public Safety
Fire contract

Public Works
Roads
Street lights
Drains

Community and Economic Development
Planning Commission

Culture and Recreation
Parks
Library

Transfers to other funds
Total charges to appropriations

End of year fund balance

$ 30,000 $ 30,000 $ 19,988 (18,012)
10,000 10,000 8,612 (1,388)
1,500 1,500 1,140 (360)
20,000 20,000 18,063 (1,937)
12,000 12,000 10,949 (1,051)
1,600 1,600 788 (812)
22,000 22,000 19,562 (2,438)
5,000 5,000 936 (4,064)
25,000 25,000 13,592 (11,408)
43,000 68,000 67,505 (495)
90,000 90,000 82,677 (7,323)
2,200 2,200 2,108 (92)
1,500 1,900 1,873 (27)
18,000 18,000 10,359 (7,641)
500 4,000 4,000 0
11,000 11,000 5,482 (5,518)
20,000 20,000 14,802 (5,198
$313,300$ 342,200 $282436 $ (59,763
$161,518 $132,618 $248,707 $ 116,089
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TOWNSHIP OF READING
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
MARCH 31, 2008

Total
Transfer Nonmajor
Cemetery Station  Governmental
Fund Funds Funds
ASSETS
Cash & investments $ 0% 0o 3 0
LIABILITIES AND FUND BALANCE
Liabilities $ 0O $ 0o $
Fund Balance $ 0 % 0O $
Total liabilities and fund balance $ 0 $ 0 $

The accompanying notes are an integral part ofstihigment.
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TOWNSHIP OF READING
COMBINING STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED MARCH 31, 2008

REVENUE
Charges for services
Miscellaneous

Total revenue
EXPENDITURES
General Government
Cemetery

Public Works
Sanitation

Total expenditures

EXCESS OF REVENUE OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Operating transfers in
Operating transfers out

Total other financing sources (uses)
NET CHANGES IN FUND BALANCES

FUND BALANCES - Beginning
FUND BALANCES - Ending

Total
Transfer Nonmajor
Cemetery Station  Governmental
Fund Fund Funds

$ 3,302 $ 13,971 $ 17,273
0 0 0

$ 3302 $ 13971 $ 17,273

$ 8,583 $ 0 $ 8,583

0 23,492 23,492
$ 8583 $ 23492 $ 32,075

$ (5281 $ (9,52) $ (14.802

$ 5,281 $ 9,521 14,802
0 0 0

$ 5281% 9521 $ 14,802

$ 0 $ 0 $ 0

The accompanying notes are an integral part ofstiatement.



TOWNSHIP OF READING
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
CURRENT TAX COLLECTION FUND
FOR THE YEAR ENDED MARCH 31, 2008

Balance Balance
April 1, 2007 Additions Deductions  March 31, 2008
ASSETS
Cash $ 13,635 $ 1,897,209 $1,895,120 $ 15724
LIABILITIES
Due to Other Funds $ 13,635 $ 76,540 ,451 $ 15,724
Due to County 0 845,004 845,004 0
Due to Schools 0 975,665 975,665 0

$ 13,635 $1,897,209 $1,895,120 $ 15,724

The accompanying notes are an integral part ofstiatement.
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Bailey, Hodshirg
& Company, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

479 E. CHICAGO STREET PHONE: (517) 849-2410
P.O.BOX 215 FAX: (517) 849-2493
JONESVILLE, Ml 49250 E-MAIL: BAILEYHODSHIRE@SBCGLOBAL.NET

January 6, 2009

Township of Reading
Reading, Michigan

In planning and performing our audit of the final@tatements of Reading Township of and for ther ye
ended March 31, 2008, in accordance with auditiagdards generally accepted in the United States of
America, we considered the Township’s internal canover financial reporting (internal control) as
basis for designing our auditing procedures for hgpose of expressing our opinions on the findncia
statements, but not for the purpose of expressingpaion on the effectiveness of the Townshipteiinal
control. Accordingly, we do not express an opinonthe effectiveness of the Township’s internadtoal.

Our consideration of internal control was for theiled purpose described in the preceding paragaagoh
would not necessarily identify all deficienciesiitternal control that might be significant deficxées or
material weaknesses. However, as discussed balevigentified a certain deficiency in internal caht
that we consider to be a significant deficiency.

A control deficiency exists when the design or agien of a control does not allow management or
employees, in the normal course of performing thegigned functions, to prevent or detect misstaigsn
on a timely basis. A significant deficiency is@trol deficiency, or a combination of control d&fincies,
that adversely affects the entity’s ability to iaie, authorize, record, process, or report fir@indata
reliably in accordance with generally accepted antag principles such that there is more thanmote
likelihood that a misstatement of the entity’s heal statements that is more than inconsequentiahot

be prevented or detected by the entity’s intermatol. We consider the following deficiency to he
significant deficiency in internal control:

Fire Billing

The Township does not have procedures in placets the status and enforce the collection of whpai
billings for fire runs. We recommend that the Tewp retain copies of the billings that are sent to
residents so that they can be marked when paymemiceived and/or used for follow-up on unpaid
accounts.

A material weakness is a significant deficiency,combination of significant deficiencies, that résun
more than a remote likelihood that a material raigshent of the financial statements will not bevpreed
or detected by the Township’s internal control.

Our consideration of internal control over finahargporting was for the limited purpose describedhe
first paragraph and would not necessarily idenafly deficiencies in internal control that might be
significant deficiencies and, accordingly, would necessarily disclose all significant deficiendiest are
also material weaknesses. However, we do not dente significant deficiency described abovedab
material weakness.
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We noted other matters involving the internal conand its operation that we did not consider to be
significant deficiencies or material weaknesses gbe opportunities for improvement:

Cash
There are several old outstanding checks on the@keRund checking account that should either be
replaced or voided out and restored to cash.

Investments
The Township should adopt a revised investmentcpdld comply with the requirements of
Governmental Accounting Standards Board (GASB)eatant No. 40.

This communication is intended solely for the imf@tion and use of the Township Board and otherisinvit
the Township, and is not intended to be and shoolde used by anyone other than these specifitiépa

Bailey, Hodshire < Company, P.C.

Jonesville, Michigan
January 6, 2009
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